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Before the
FEDERAL COMMUNICATIONS COMMISSION

Washington, D.C.  20554

In the Matter of

Federal-State Joint Board on Universal Service

Federal-State Joint Board on Universal Service Seeks
Comment on Proposals to Modify the Commission’s
Rules Relating to High-Cost Universal Service Support

)
)
)
)
)
)
)

 CC Docket No. 96-45

Reply Comments of Warinner, Gesinger & Associates, LLC

I. INTRODUCTION

Warinner, Gesinger & Associates, LLC (WGA) hereby submits the following

reply comments in response to comments filed on the Federal-State Joint Board on

Universal Service’s (Joint Board) Public Notice, released August 17, 2005.1  In the Public

Notice, the Joint Board requests comments on various proposals relating to the

modification of Federal Communication Commission (FCC, Commission) rules for the

calculation of high-cost universal service support and the distribution of Universal

Service Funds (USF) to qualifying Eligible Telecommunications Carriers (ETCs).

WGA is a certified public accounting firm specializing in the provision of

accounting and consulting services to local exchange telecommunications carriers

throughout the United States in which the majority of our clientele are mainly rural

Incumbent Local Exchange Carriers (ILECs).  These ILECs represent small rural

                                                          
1 Federal-State Joint Board on Universal Service Seeks Comment on Proposals to Modify the

Commission’s Rules Relating to High-Cost Universal Service Support, CC Docket No. 96-45, Public
Notice, FCC 05J-1 (rel. Aug. 17, 2005) (Public Notice).
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telecommunications carriers who are regulated by the FCC under Title 47 of the Code of

Federal regulations.  As an accounting and consulting firm, WGA is cognizant of the cost

of providing telecommunications service to subscribers in rural America.  The companies

that we represent range from four hundred access lines to one-hundred thousand access

lines and reflect customer densities per exchange that may range anywhere from three

customers per mile to fifty customers per mile.  The loop costs of our telecommunication

clients that are recovered through USF are as diverse as the companies themselves

ranging from a low of zero support to a high of $787.68 of support per loop per year. 

II. DISCUSSION

In these comments, WGA will not specifically rebut the four proposals relating to

USF.  WGA agrees with and supports the comments filed by OPASTCO in this same

proceeding on September 30, 2005.2  Rather, WGA will provide supplemental

information in support of the comments filed by OPASTCO concerning the need to

abandon the identical support rule for CETCs in rural service areas.  WGA will also

provide additional evidence on why the identical support rule is harmful for competition

and does not ensure competitive neutrality.  WGA will also propose what will be required

to ensure competitive neutrality regarding USF. 

ILECs have an obligation to provide basic local telephone service to any customer

in its defined serving territory regardless of the cost of providing that service.  This

carrier-of-last-resort (COLR) requirement can be very costly to an ILEC especially if the

                                                          
2  Comments of the Organization for the Promotion and Advancement of Small Telephone Companies, In
the Matter of Federal-State Joint Board on Universal Service Seeks Comment on Proposals to Modify the
Commission’s Rules Relating to High-Cost Universal Service Support. CC Docket No. 96-45, FCC 05J-1
(rel. Aug 17, 2005).
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customer desires service in sparsely populated areas like those served by rural ILECs.

This universal service concept has been the primary basis for the creation of the USF.

The explicit cost subsidy paid to the ILEC for ensuring universal service in its serving

territory has enabled every American who wanted telephone service to get telephone

service at a reasonable price especially in areas where such service would be very

expensive.  Not only is universal service available in rural areas served by ILECs but that

service comes with a high degree of quality.  However, this same cost and indirectly

linked universal service principle is not being applied to competitive eligible

telecommunication carriers (CETCs) such as wireless carriers.  Wireless carriers may be

willing to serve customers in their defined serving territory but that serving territory does

not necessarily include all rural areas. Even if wireless carriers did serve a rural area, they

do not have the obligation to serve every customer in that area.  Additionally, wireless

service may not even be available in all geographic locations within a CETCs serving

territory.  

An ILEC cannot decide what portions of its serving territory it wants to serve.  An

ILEC cannot determine which customers to serve in a given territory.  An ILEC is

encumbered with several regulatory obligations as part of its cost of doing business.  A

CETC is not held to these same standards yet it is given the same exact amount of USF as

an ILEC under interpretation of the competitive neutrality rules within the

Telecommunications Act of 1996 (Act).  Instead of fixing the one problem in the ACT

that is causing the increase in the size of the USF fund, the Joint Board is proposing to

overhaul all aspects of the existing USF program focusing on reducing the size of the
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fund by limiting or capping support to the companies that can most readily support the

use of the funds that they currently receive.

Competitive neutrality is a term contained within the Act that is used to describe

State Regulatory Authority to impose requirements necessary to preserve and advance

universal service, protect the public safety and welfare, ensure the continued quality of

telecommunications services, and safeguard the rights of consumers.3  Competitive

neutrality is also used to define rules to enhance access to advanced telecommunications

and information services and to define the circumstances under which a

telecommunications carrier may be required to connect its network to such public

institutional telecommunications users.4  Competitive neutrality is also the argument used

by Federal and State authorities to implement the identical support rule that allows a

CETC to receive the same USF support as an ILEC regardless of the CETC’s cost of

providing telecommunications service.  As pointed out by OPASTCO and others in

numerous comments in this proceeding, “this argument fails to account for the fact that

ILECs and CETCs are differently situated in terms of service quality and reliability,

ubiquity, designated service area, regulatory obligations, etc.”5  We also agree with the

statement by OPASTCO that “There is no basis to presume that providing competitive

ETCs with the ILECs identical per-line support amount will provide each competitive

ETC with “sufficient,” but not excessive support, as called for by Section 254(b)(5) of the

Act.”6

                                                          
3 Section 253. [47 U.S.C. 253] Removal of Barriers to Entry, para. (b), State Regulatory Authority.
4 Section 254. [47 U.S.C. 254] Universal Service, para.(h)(2), Advanced Services.
5 OPASTCO Reply Comments, CC Docket No. 96-45 (filed October 31, 2005), p. 17.
6 OPASTCO Comments, CC Docket 96-45 (filed September 30, 2005), p. 16.
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The competitive neutrality argument has been misinterpreted from the start.  To

correct the existing problem within the USF program, USF support designated for CETCs

should be calculated based on the loop cost of the CETC in the same manner as the

calculation used by ILECs.  If the Commission cannot support this position because it

fails to comply with the Act, then at a minimum, competitive neutrality should be

interpreted to mean that any CETC should be entitled to recover the same percentage of

loop cost through high-cost USF support as the ILEC – not the same dollar amount.  For

example, if an ILEC gets support equivalent to 50% of its annual loop cost, a CETC

should only be entitled to receive support based on 50% of its annual loop cost.  This

would foster competition by leveling the playing field.  This interpretation would require

all CETCs to file cost support with the FCC but that should be a requirement for any

company requesting Federal support.  Some states require a form of cost support to

certify that carriers are using USF in the manner in which it was intended.7  If a carrier

wants USF, they should be required to perform the cost support filings as necessary. 

III. OPINION SUMMARY

CETCs such as wireless carriers do not have carrier-of-last-resort responsibilities

like ILECs.  As a result, cost structures between ILECs and CLECs will be inherently

different, technology differences aside.  However, CLECs currently receive the same

level of universal support as ILECs.  This does not result in competitive neutrality.

Competitively neutrality will exist once CETCs receive USF based on their own costs

just like the requirement for an ILEC or based on a percentage of their own cost

                                                          
7 See annual filing requirements for USF Certification for ETCs and CETCs adopted by the State of
Kansas.
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equivalent to the same percentage received by the ILEC.  These are the only two

scenarios that will provide competitive neutrality and do away with excessive USF

support give-aways under the current program.

Respectfully submitted,

Warinner, Gesinger & Associates, LLC

By:  William J. Warinner
Managing Principal

Warinner, Gesinger & Associates, LLC
10561 Barkley Street, Suite 550
Overland Park, Kansas 66212
October 31, 2005
[Filed Electronically] 
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CERTIFICATE OF SERVICE

I, William J. Warinner, hereby certify that a copy of the comments of the Warinner,
Gesinger & Associates, LLC was sent either by electronic mail or first class United States
mail, postage prepaid, on this, the 31st day of October, 2005, to those listed on the
attached service list.

By:  /s/ William J. Warinner
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